
)LQDQFH 	 'HYHORSPHQW� 'HFHPEHU ���� � (QVXULQJ )LQDQFLDO 6WDELOLW\ LQ WKH (X�� 3DJH � RI �

KWWS���ZZZ�LPI�RUJ�H[WHUQDO�SXEV�IW�IDQGG���������SUDWL�KWP ������

$ERXW )	'

6XEVFULEH

%DFN ,VVXHV

:ULWH 8V

&RS\ULJKW
,QIRUPDWLRQ

8VH WKH IUHH $GREH
$FUREDW 5HDGHU WR
YLHZ D SGI ILOH RI
WKLV DUWLFOH

F&D Search

(QVXULQJ )LQDQFLDO 6WDELOLW\ LQ WKH (XUR
$UHD

$OHVVDQGUR 3UDWL DQG *DUU\ -� 6FKLQDVL

7KH LQWURGXFWLRQ RI WKH HXUR LV H[SHFWHG WR VSXU WKH FUHDWLRQ

RI SDQ�(XURSHDQ ILQDQFLDO LQVWLWXWLRQV DQG PDUNHWV� ZLWK

FRQVLGHUDEOH EHQHILWV IRU FRQVXPHUV DQG LQYHVWRUV� &KDOOHQJHV
UHPDLQ ZLWKLQ WKH HXUR DUHD LQVWLWXWLRQDO IUDPHZRUN IRU WKH
PDQDJHPHQW RI V\VWHPLF ULVN DQG ILQDQFLDO FULVHV�
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PXFK DV KDV EHHQ DQWLFLSDWHG� 6HFRQG� DV QHZ SDQ�(XURSHDQ
ILQDQFLDO PDUNHWV HPHUJH� WKH JURZWK RI FURVV�ERUGHU
XQVHFXUHG LQWHUEDQN OHQGLQJ FRXOG LQFUHDVH WKH ULVN RI
FRQWDJLRQ� DW OHDVW XQWLO DQ (08�ZLGH UHSR �UHSXUFKDVH
DJUHHPHQW� PDUNHW LV FUHDWHG DQG XVH RI VHFXUHG
�FROODWHUDOL]HG� LQWHUEDQN FUHGLW OLQHV EHFRPHV PRUH
ZLGHVSUHDG� 7KLUG� WKH LQWURGXFWLRQ RI WKH HXUR LV OLNHO\ WR
HQFRXUDJH IXUWKHU EDQN UHVWUXFWXULQJ DQG FRQVROLGDWLRQ� EXW
LQ DQ HQYLURQPHQW ZKHUH LW PD\ EH GLIILFXOW WR FORVH EDQNV
DQG WR UHGXFH FRVWV WKURXJK GRZQVL]LQJ� ,QHIILFLHQW DQG
XQSURILWDEOH LQVWLWXWLRQV PD\ WKHUHIRUH FRQWLQXH WR RSHUDWH�
HQJDJLQJ LQ LQFUHDVLQJO\ ULVN\ DFWLYLWLHV�
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Box 1: Prudential supervision and financial 
stability
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'HFHQWUDOL]HG DUUDQJHPHQWV IRU PDUNHW VXUYHLOODQFH DQG FULVLV
PDQDJHPHQW �EDVHG RQ KRPH FRXQWU\ VXSHUYLVLRQ� IRU
H[DPSOH� PD\ EH DOORZHG WR FRQWLQXH WHPSRUDULO\� SURYLGLQJ
VRPH WLPH IRU DGMXVWPHQW� (YHQWXDOO\� KRZHYHU� SDQ�(XURSHDQ
FDSLWDO PDUNHWV DQG EDQNLQJ V\VWHPV DUH OLNHO\ WR GHYHORS�
FUHDWLQJ D QHHG IRU FHQWUDOL]HG PHFKDQLVPV IRU ILQDQFLDO
VXUYHLOODQFH� V\VWHPLF ULVN PDQDJHPHQW� DQG FULVLV UHVROXWLRQ�
,QVWLWXWLRQDO DUUDQJHPHQWV LQ DGYDQFHG FRXQWULHV LQGLFDWH WKDW
WKH FHQWUDO EDQN PD\ EH D QDWXUDO SODFH WR FHQWUDOL]H VRPH RI

The European System of Central Banks Statute 
and the Maastricht Treaty assign to the 
European System of Central Banks only limited 
functions related to prudential supervision and 
the stability of the financial system, but it does 
have an explicit role in promoting the smooth 
functioning of the payment system. The flow of 
supervisory information between the ECB and 
the competent authorities is also regulated by 
the BCCI Directive (Directive 96/25/EC of June 
29, 1995). 

The European Monetary Institute's 1997 annual 
report provided some clarification on how these 
provisions will be implemented in EMU. In EU 
legislation relating to prudential supervision of 
credit institutions and the stability of the 
financial system, the ECB has the option of 
playing an advisory role and must be consulted 
only on draft EU and national legislation that 
influences the stability of financial institutions 
and markets. 

To ensure effective interaction between the 
European System of Central Banks and national 
supervisory authorities, the Maastricht Treaty 
stipulates that the European System of Central 
Banks "shall contribute to the smooth conduct of 
policies pursued by the competent authorities 
relating to the prudential supervision of credit 
institutions and the stability of the financial 
system." The European System of Central 
Banks will not systematically receive 
supervisory information; its requests for such 
information will be considered by national 
banking supervisors, who will inform it, on a 
case-by-case basis, in the event of a banking 
crisis with systemic implications. The EU 
Council of Ministers, upon the initiative of the 
European Commission, may assign specific 
tasks to the ECB related to prudential 
supervision; however, the European Monetary 
Institute's annual report indicates that any 
transfer of supervisory powers from national 
authorities to the central bank is considered 
premature at this stage. 
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WKHVH IXQFWLRQV� EXW VXFK FHQWUDOL]DWLRQ ZRXOG UHTXLUH
VLPSOLILFDWLRQ RI WKH FXUUHQW GLYLVLRQ RI UHVSRQVLELOLWLHV³DV
PDQGDWHG E\ WKH 0DDVWULFKW 7UHDW\ DQG (XURSHDQ 8QLRQ
OHJLVODWLRQ³EHWZHHQ WKH (XURSHDQ &HQWUDO %DQN �(&%�� WKH

QDWLRQDO FHQWUDO EDQNV� QDWLRQDO VXSHUYLVRUV� DQG QDWLRQDO

WUHDVXULHV �%R[ ���

7KH FXUUHQW IUDPHZRUN

$JDLQVW WKLV EDFNJURXQG� WKH WKLQNLQJ DQG SODQQLQJ DERXW
FULVLV PDQDJHPHQW DUH VWLOO HYROYLQJ� :KHUHDV VRPH
XQGHUVWDQGLQJ LV OLNHO\ WR EH UHDFKHG EHIRUH (08 WDNHV HIIHFW�
LPSRUWDQW GHFLVLRQV KDYH \HW WR EH PDGH DERXW KRZ (08
FRXQWULHV ZRXOG UHVROYH D EDQN OLTXLGLW\ FULVLV WKDW RFFXUUHG�
IRU H[DPSOH� DW WKH ILQH OLQH EHWZHHQ PRQHWDU\ SROLF\
RSHUDWLRQV DQG OLTXLGLW\ VXSSRUW IRU V\VWHPLFDOO\ LPSRUWDQW
SULYDWH ILQDQFLDO LQVWLWXWLRQV� 7KH ODFN RI FODULW\ RQ KRZ
SUREOHPV ZLOO EH GHDOW ZLWK UHIOHFWV� LQ SDUW� WKH �QDUURZ� SULFH
VWDELOLW\ PDQGDWH RI WKH (&% VSHOOHG RXW LQ WKH 0DDVWULFKW
7UHDW\� 7KH PDQGDWH RI WKH (&% FDOOV IRU LW WR IRFXV RQ
PRQHWDU\ SROLF\ DQG JLYHV LW RQO\ D OLPLWHG� SHULSKHUDO UROH LQ
EDQNLQJ VXSHUYLVLRQ DQG QR UHVSRQVLELOLW\ IRU SURYLGLQJ
OLTXLGLW\ VXSSRUW WR LQGLYLGXDO ILQDQFLDO LQVWLWXWLRQV� ,Q
DFFRUGDQFH ZLWK WKH OLPLWHG UROH WKH WUHDW\ HQYLVLRQV IRU WKH
(&%� WKH (XURSHDQ 0RQHWDU\ ,QVWLWXWH³WKH (&%
V SUHFXUVRU�
ZKLFK ZDV GLVVROYHG RQ -XQH �� ����³RUJDQL]HG LWV ZRUN VR
WKDW D FOHDU VHSDUDWLRQ KDV EHHQ PDLQWDLQHG EHWZHHQ
PRQHWDU\ SROLF\ RSHUDWLRQV DQG WKH SURYLVLRQ RI OLTXLGLW\ IRU
UHDVRQV QRW KDYLQJ WR GR ZLWK WKH FRQGXFW RI PRQHWDU\ SROLF\�
1R LQVWLWXWLRQ LQ (08 KDV EHHQ GHVLJQDWHG DV D OHQGHU RI ODVW
UHVRUW� WKXV� QR FHQWUDO LQVWLWXWLRQ KROGV WKH UHVSRQVLELOLW\ IRU
SURYLGLQJ� RU FRRUGLQDWLQJ WKH SURYLVLRQ RI� OLTXLGLW\ LQ D FULVLV�

,W LV XQFOHDU KRZ D EDQN FULVLV ZRXOG EH KDQGOHG XQGHU WKH
FXUUHQW LQVWLWXWLRQDO IUDPHZRUN �ZKLFK LV FRPSRVHG RI WKH
0DDVWULFKW 7UHDW\� WKH 6WDWXWH RI WKH (XURSHDQ 6\VWHP RI
&HQWUDO %DQNV� DQG WKH UHJXODWLRQV DQG JXLGHOLQHV LVVXHG E\
WKH (XURSHDQ 0RQHWDU\ ,QVWLWXWH�� HVSHFLDOO\ LI WKH FULVLV ZHUH
WR LQYROYH D SDQ�(XURSHDQ EDQN IRU ZKLFK VHYHUDO FRXQWULHV
VKDUHG VXSHUYLVRU\ DQG UHJXODWRU\ UHVSRQVLELOLWLHV� 7KH PDLQ
LVVXH LV ZKHWKHU WKH (XURSHDQ 6\VWHP RI &HQWUDO %DQNV RU WKH
QDWLRQDO FHQWUDO EDQNV KDYH HIIHFWLYH PHFKDQLVPV DQG
XQGHUVWDQGLQJV LQ SODFH IRU WDNLQJ DFWLRQ LI D SDUWLFXODU
ILQDQFLDO LQVWLWXWLRQ LV KDYLQJ GLIILFXOWLHV LQ ILQDQFLQJ SD\PHQW
LQVWUXFWLRQV VHQW HLWKHU DFURVV 7$5*(7 IRU UHDO�WLPH VHWWOHPHQW
RU DFURVV RQH RI WKH DOWHUQDWLYH QHWWLQJ SD\PHQW V\VWHPV� ,W
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DSSHDUV WKDW (8 VXSHUYLVRUV KDYH UHDFKHG VHYHUDO
XQGHUVWDQGLQJV DERXW KRZ WR GHDO ZLWK FURVV�ERUGHU FULVHV
DQG WKDW GLVFXVVLRQV DERXW WKH OHQGHU�RI�ODVW�UHVRUW IXQFWLRQ
DUH XQGHU ZD\� EXW QR ILQDO GHFLVLRQV KDYH EHHQ WDNHQ�

,Q IDFW� SUDFWLWLRQHUV DQG DFDGHPLFV GR QRW DJUHH RQ D
FRQFHSWXDO IUDPHZRUN IRU GHDOLQJ ZLWK WKH LPPHGLDWH
FRQVHTXHQFHV RI D EDQNLQJ FULVLV� 6RPH REVHUYHUV KDYH DUJXHG
WKDW� WR DYRLG PRUDO KD]DUG� FHQWUDO EDQNV VKRXOG XVH RQO\
RSHQ PDUNHW RSHUDWLRQV WR GHDO ZLWK D OLTXLGLW\ FULVLV� 2WKHUV
KDYH DUJXHG WKDW ZKHQ D V\VWHPLF HYHQW RFFXUV LQ ZKLFK WKHUH
LV OLWWOH RU QR GRXEW DERXW VROYHQF\³DV ZDV WKH FDVH ZLWK WKH
%DQN RI 1HZ <RUN
V FRPSXWHU IDLOXUH LQ ����³WKH FHQWUDO
EDQN VKRXOG KDYH WKH SRVVLELOLW\ RI GLVFRXQWLQJ DVVHWV �IRU
H[DPSOH� ORDQV RU FRPPHUFLDO SDSHU� RWKHU WKDQ HOLJLEOH
FROODWHUDO� 7KHUH LV D GLYHUVLW\ RI H[SHULHQFH DQG SUDFWLFH
DPRQJ WKH PDMRU FHQWUDO EDQNV� )RU H[DPSOH� LQ WKH 8QLWHG
.LQJGRP DQG WKH 8QLWHG 6WDWHV� DV ZHOO DV LQ VRPH RWKHU
DGYDQFHG FRXQWULHV� FHQWUDO EDQNV KDYH FRQVLGHUDEOH
GLVFUHWLRQ LQ GHFLGLQJ ZKDW NLQG RI FROODWHUDO WR DFFHSW LQ
H[FHSWLRQDO FLUFXPVWDQFHV WR SURYLGH OLTXLGLW\ WR WKH EDQNLQJ
V\VWHP� %\ FRQWUDVW� *HUPDQ\
V %XQGHVEDQN KDV DOPRVW QR
GLVFUHWLRQ DERXW ZKDW NLQG RI FROODWHUDO LW FDQ DFFHSW� DQG
WKHUH KDV EHHQ QR LQVWDQFH LQ ZKLFK XQFROODWHUDOL]HG
LQWHUYHQWLRQ ZDV QHFHVVDU\�

7KH *HUPDQ PRGHO

7KH *HUPDQ V\VWHP LV DQ LPSRUWDQW EHQFKPDUN IRU H[DPLQLQJ
KRZ FULVLV PDQDJHPHQW PLJKW WDNH SODFH ZLWKLQ (08�
EHFDXVH WKH PDQGDWH RI WKH (XURSHDQ 6\VWHP RI &HQWUDO
%DQNV LV VLPLODU LQ PDQ\ UHVSHFWV WR WKH %XQGHVEDQN
V� 7KH
%XQGHVEDQN³OLNH WKH (&%³KDV QR H[SOLFLW UHVSRQVLELOLW\ IRU
VDIHJXDUGLQJ WKH VWDELOLW\ RI WKH ILQDQFLDO V\VWHP DQG GRHV QRW
DFW DV D OHQGHU RI ODVW UHVRUW� ,QGHHG� WKH *HUPDQ IUDPHZRUN
IRU GHDOLQJ ZLWK FULVHV VHHPV WR EH FRQVWUXFWHG VR DV WR DYRLG
D UROH IRU WKH %XQGHVEDQN LQ SURYLGLQJ IXQGV LQ UHVFXH
RSHUDWLRQV� 7KH V\VWHP� LQ HIIHFW� KDV WKUHH OLQHV RI GHIHQVH�
��� VXSHUYLVLRQ DQG UHJXODWLRQ E\ DQ LQGHSHQGHQW ERG\� ���
VKRUW�WHUP OLTXLGLW\ DVVLVWDQFH IURP WKH /LTXLGLW\ &RQVRUWLXP
%DQN �D VSHFLDOL]HG LQVWLWXWLRQ³�� SHUFHQW RI ZKRVH FDSLWDO LV
KHOG E\ WKH %XQGHVEDQN� ZLWK WKH UHPDLQGHU KHOG E\ DOO
FDWHJRULHV RI *HUPDQ EDQNV³WKDW HQVXUHV WKH WLPHO\
VHWWOHPHQW RI GRPHVWLF DQG H[WHUQDO LQWHUEDQN SD\PHQWV��
FRPELQHG ZLWK EURNHUHG PDUNHW VROXWLRQV� DQG ��� GHSRVLW
LQVXUDQFH DQG� LI QHFHVVDU\� LQMHFWLRQV RI SXEOLF IXQGV� ,Q
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SUDFWLFH� WKDQNV WR FORVH FRRSHUDWLRQ ZLWK WKH LQGHSHQGHQW
VXSHUYLVRU\ DXWKRULW\ DQG WKH %XQGHVEDQN� WKH /LTXLGLW\
&RQVRUWLXP %DQN KDV EHHQ DEOH WR LGHQWLI\ VROYHQW LQVWLWXWLRQV
WR ZKLFK VKRUW�WHUP OLTXLGLW\ DVVLVWDQFH VKRXOG EH SURYLGHG�
7KLV FORVH FRRSHUDWLRQ KDV DOVR DOORZHG WKH %XQGHVEDQN WR EH
LQYROYHG LQ UHVROYLQJ SUREOHPV E\ HQFRXUDJLQJ VWURQJ EDQNV
ZLWK DPSOH OLTXLGLW\ WR SXUFKDVH LOOLTXLG EXW VRXQG DVVHWV
IURP WURXEOHG LQVWLWXWLRQV LQ QHHG RI OLTXLGLW\� 'HSRVLW
LQVXUDQFH DQG SXEOLF IXQGV KDYH EHHQ XVHG WR GHDO ZLWK
LQVROYHQW LQVWLWXWLRQV�

,V WKH *HUPDQ PRGHO DSSOLFDEOH WR (08"

7KHUH DUH D QXPEHU RI UHDVRQV ZK\ VXFK D IUDPHZRUN �WKUHH
OLQHV RI GHIHQVH� ZLWK QR FHQWUDO EDQN IXQGV� PLJKW QRW EH
DSSOLFDEOH LQ WKH HYHQW RI D FULVLV ZLWKLQ (08� )LUVW� QR
LQVWLWXWLRQ FRUUHVSRQGLQJ WR WKH /LTXLGLW\ &RQVRUWLXP %DQN
H[LVWV LQ RWKHU (08 FRXQWULHV� QRU LV RQH SODQQHG DW WKH (08
OHYHO� 6HFRQG� HYHQ LI VXFK LQVWLWXWLRQV H[LVWHG� WKH\ ZRXOG EH
LQDGHTXDWH LQ UHODWLRQ WR WKH VL]H DQG WKH FURVV�ERUGHU
V\VWHPLF LPSOLFDWLRQV RI D OLTXLGLW\ FULVLV LQYROYLQJ D PDMRU
SDQ�(XURSHDQ EDQNLQJ JURXS XQOHVV WKH\ ZHUH HQGRZHG ZLWK
FRQVLGHUDEOH UHVRXUFHV DQG KDG PXFK JUHDWHU DFFHVV WR
VXSHUYLVRU\ LQIRUPDWLRQ WKDQ QDWLRQDO VXSHUYLVRUV DUH OLNHO\ WR
SURYLGH WR WKH (&%� 7KLUG� WKH FXUUHQW DJUHHPHQW DERXW
VKDULQJ LQIRUPDWLRQ EHWZHHQ WKH (&% DQG WKH QDWLRQDO
VXSHUYLVRUV³ZKLFK FDQ EH VXPPDUL]HG E\ WKH IRUPXOD RI QR
UHDO REOLJDWLRQ� QR UHDO REVWDFOH� DQG VRPH XQGHUVWDQGLQJ³
ZRXOG SUREDEO\ QRW JLYH WKH FHQWUDO EDQN WKH VDPH DXWKRULW\
WR EURNHU D VROXWLRQ WR D EDQNLQJ FULVLV DW WKH (08 OHYHO DV WKH
%XQGHVEDQN KDV DW WKH QDWLRQDO OHYHO� 7KH (&% FRXOG SOD\ VXFK
D UROH RQO\ LI LW ZHUH SHUFHLYHG WR KDYH WKH VDPH DFFHVV WR
VXSHUYLVRU\ LQIRUPDWLRQ DW WKH (08 OHYHO WKDW WKH %XQGHVEDQN
KDV DW WKH QDWLRQDO OHYHO� RU LI LW KDG WKH DXWKRULW\ WR LQVSHFW
FRXQWHUSDUWLHV LQ RUGHU WR DVVHVV WKHLU FUHGLWZRUWKLQHVV�
)RXUWK� WKH *HUPDQ V\VWHP KDV ZRUNHG ZHOO LQ DQ
HQYLURQPHQW FKDUDFWHUL]HG E\ UHODWLYHO\ XQGHUGHYHORSHG
FDSLWDO PDUNHWV DQG D ODUJH VKDUH RI SXEOLF RZQHUVKLS LQ WKH
EDQNLQJ V\VWHP� LQ ZKLFK D FULVLV ZRXOG XQIROG LQ �VORZ
PRWLRQ�� FRPSDUHG ZLWK WKH VSHHG ZLWK ZKLFK D FULVLV ZRXOG
SUREDEO\ VSUHDG WKURXJK (08�ZLGH FDSLWDO PDUNHWV DQG
EDQNLQJ V\VWHPV� )LQDOO\� LQ DQ LQWHJUDWHG (08 EDQNLQJ
V\VWHP ZLWK VHYHUDO (08�ZLGH LQVWLWXWLRQV� WKH XVH RI GHSRVLW
LQVXUDQFH VFKHPHV DQG WUHDVXU\ IXQGV ZRXOG DGG WR WKH WLPH
QHHGHG WR GHWHUPLQH KRZ ILQDQFLDO UHVSRQVLELOLWLHV VKRXOG EH
VKDUHG DPRQJ QDWLRQDO DXWKRULWLHV DQG FRXOG GHOD\ D GHFLVLRQ
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DERXW KRZ WR GHDO ZLWK D SUREOHP EDQN�

8QGHU WKH
FXUUHQW
LQVWLWXWLRQDO
IUDPHZRUN�
FRQVLGHUDEOH
XQFHUWDLQW\ DOVR
UHPDLQV DERXW
WKH VFRSH WKDW
QDWLRQDO FHQWUDO
EDQNV PLJKW
KDYH IRU
SURYLGLQJ
HPHUJHQF\
OLTXLGLW\
DVVLVWDQFH WR
WURXEOHG EDQNV
�%R[ ��� ,Q DOO
UHOHYDQW FULVLV
VLWXDWLRQV
LQYROYLQJ SDQ�
(XURSHDQ
PDUNHWV DQG
LQVWLWXWLRQV� WKH
(&% DSSHDUV WR
KDYH WR GHFLGH
HLWKHU WR LQMHFW
H[WUD IXQGV LQWR
WKH V\VWHP �LQ
WKH HYHQW RI D
JHQHUDO OLTXLGLW\
FULVLV� RU WR
DOORZ QDWLRQDO
FHQWUDO EDQNV WR
LQWHUYHQH LQ D
ORFDO OLTXLGLW\
FULVLV� 6XFK
LQWHUYHQWLRQ
ZRXOG UHTXLUH
LQWLPDWH
NQRZOHGJH RI
FRXQWHUSDUW\
LQVWLWXWLRQV�
KRZHYHU�
6XSHUYLVRU\

Box 2: Lender-of-last-resort operations

The question of which institutions in EMU will 
have the authority and responsibility to act as 
lenders of last resort during liquidity crises is still 
ambiguous. Whether or not the Governing 
Council of the ECB will choose to maintain this 
ambiguity remains to be seen. 

In a local liquidity crisis (that is, one affecting a 
large institution located in an EMU country), the 
key issue is whether the national central banks 
will be able, without authorization from the ECB, 
to provide liquidity support to troubled 
institutions. Although the national central banks 
have scope for such operations, the ECB's 
Governing Council could, by a qualified majority 
vote, prohibit them from purchasing ineligible 
collateral from illiquid institutions. Indirect 
means of assisting banks experiencing liquidity 
difficulties are also open to national central 
banks—for example, they could swap some of 
the liquid assets in their balance sheet for some 
of the troubled banks' illiquid assets and assume 
the credit risk on the latter, or they could 
guarantee the troubled institutions—but the 
Governing Council may issue guidelines 
prohibiting such on- and off-balance-sheet 
operations or specify that they require prior 
authorization. If guidelines are so strict as to 
prevent the national central banks from 
providing direct or indirect liquidity assistance to 
troubled banks, they may be able to provide 
assistance by opening up the definition of 
eligible Tier II collateral to include a broader 
range of assets, but this would require approval 
by the ECB's Governing Council and could 
delay resolution of a crisis. 

In the event of a general liquidity crisis that 
would affect the entire EMU—for example, 
gridlock in an EMU payment system or 
TARGET—the ECB may need to provide 
liquidity to avert a systemwide crisis. 
Collateralized intraday credit and extraordinary 
open market operations may be sufficient to 
inject the necessary funds in some instances, 
but in others these measures may not suffice, 
owing to a lack of eligible collateral. At such 
times, the risk of a systemic crisis would be 
high, forcing the European System of Central 
Banks to accept ineligible paper as collateral for 
payment system overdrafts or open market 
operations. For example, when a general 
liquidity crisis occurred in the United States 
during the stock market crash of October 1987, 
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LQIRUPDWLRQ
ZRXOG EH
QHFHVVDU\ WR
DVVHVV WKH FUHGLW

ULVN WKDW VXFK RSHUDWLRQV ZRXOG LQYROYH LQ WKH HYHQW WKDW WKH
(XURSHDQ 6\VWHP RI &HQWUDO %DQNV ZHUH IRUFHG WR DFFHSW
LQHOLJLEOH FROODWHUDO� 0RUHRYHU� WKH (&% ZRXOG EH XQDEOH WR
UHO\ RQ PDUNHW DVVHVVPHQWV WR GLVWLQJXLVK EHWZHHQ D OLTXLGLW\
FULVLV DQG D VROYHQF\ FULVLV� �,Q PRVW OLTXLGLW\ FULVHV� WKH
PDUNHWV ZRXOG TXHVWLRQ WKH VROYHQF\ RI WKH LQVWLWXWLRQ LQ
GLIILFXOW\ EHFDXVH D VROYHQW LQVWLWXWLRQ ZRXOG KDYH EHHQ DEOH
WR ERUURZ IURP WKH PRQH\ PDUNHWV WR PHHW LWV OLTXLGLW\
QHHGV��

(YHQ LI WKH (&%
V LQYROYHPHQW LQ WKH PDQDJHPHQW RI OLTXLGLW\
FULVHV LV WR EH PLQLPDO³SRVVLEO\ RQO\ WR DXWKRUL]H� RU WR
UHIXVH WR DXWKRUL]H� WKH QDWLRQDO FHQWUDO EDQNV WR DFW DV
OHQGHUV RI ODVW UHVRUW³WKH FXUUHQW DUUDQJHPHQWV EHWZHHQ
QDWLRQDO VXSHUYLVRUV DQG WKH (&% JRYHUQLQJ WKH H[FKDQJH RI
VXSHUYLVRU\ LQIRUPDWLRQ VHHP WR EH WRR OLPLWHG WR DOORZ ZHOO�
LQIRUPHG GHFLVLRQV GXULQJ D IDVW�EUHDNLQJ FULVLV� $Q
DUUDQJHPHQW LQ ZKLFK WKH (&% GRHV QRW KDYH LQGHSHQGHQW
DFFHVV WR VXSHUYLVRU\ LQIRUPDWLRQ RQ D V\VWHPDWLF EDVLV DQG LQ
ZKLFK EDQNLQJ VXSHUYLVRUV ZLOO LQIRUP WKH (XURSHDQ 6\VWHP RI
&HQWUDO %DQNV �RQ D FDVH�E\�FDVH EDVLV VKRXOG D EDQNLQJ FULVLV
DULVH� PDNHV WKH (&% HQWLUHO\ GHSHQGHQW RQ QDWLRQDO
VXSHUYLVRU\ DXWKRULWLHV IRU WKH LQIRUPDWLRQ LW QHHGV WR PDNH
VRXQG GHFLVLRQV� ,Q DGGLWLRQ� WKH QHZ IUDPHZRUN LV QRW FOHDU
DERXW WKH XQGHUVWDQGLQJV EHWZHHQ WKH (&%� WKH �� QDWLRQDO
FHQWUDO EDQNV� WKH �� VXSHUYLVRU\ DXWKRULWLHV� DQG� SRVVLEO\�
WKH �� WUHDVXULHV LQ (08� ,Q WKH HYHQW RI D FULVLV LQYROYLQJ D
(XURSHDQ EDQNLQJ JURXS� FODULW\ DQG WUDQVSDUHQF\ DERXW WKH
VKDULQJ RI LQIRUPDWLRQ ZRXOG JUHDWO\ IDFLOLWDWH FRRUGLQDWLRQ
DQG PDQDJHPHQW GXULQJ WKH HDUO\ VWDJHV RI D ILQDQFLDO
SUREOHP RU FULVLV�

&RQVWUXFWLYH DPELJXLW\"

7KH OLPLWHG DJUHHPHQW RQ LQIRUPDWLRQ VKDULQJ SUREDEO\
UHIOHFWV WKH IDFW WKDW QR FOHDU OHQGHU�RI�ODVW�UHVRUW IXQFWLRQ KDV
EHHQ DWWULEXWHG WR WKH (XURSHDQ 6\VWHP RI &HQWUDO %DQNV DQG
WKDW� DW SUHVHQW� WKHUH GRHV QRW VHHP WR EH D IXOO\ ZRUNHG�RXW
IUDPHZRUN IRU FULVLV PDQDJHPHQW LQ (08� &XUUHQW
XQGHUVWDQGLQJV LQGLFDWH WKDW FULVHV PLJKW KDYH WR EH PDQDJHG
WKURXJK DG KRF DUUDQJHPHQWV WR GR ZKDWHYHU LV QHFHVVDU\ WR
DYHUW V\VWHPLF SUREOHPV� 7KH LGHD PD\ EH WKDW� LQ WKH HYHQW RI

the U.S. Federal Reserve System gave banks 
unrestricted access to its discount window so 
that they could keep their credit lines to brokers 
and securities houses open. 
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D FULVLV� D QDWLRQDO FHQWUDO EDQN RU D QDWLRQDO DXWKRULW\ ZRXOG
ILQG D ZD\ WR SURYLGH OLTXLGLW\ VXSSRUW� DQG WKHQ FHQWUDO
EDQNV DQG VXSHUYLVRUV ZRXOG TXLHWO\ SXUVXH ORQJHU�WHUP
VROXWLRQV� LQFOXGLQJ ILQGLQJ EX\HUV� �7KH UROH WKDW QDWLRQDO
WUHDVXULHV ZRXOG SOD\ LQ FULVLV PDQDJHPHQW LQ (08 LV DQRWKHU
RSHQ TXHVWLRQ� :KHUHDV WUHDVXUHUV PD\ XOWLPDWHO\ SURYLGH WKH
IXQGV IRU EDQN UHVFXHV� LW LV XQOLNHO\ WKDW WKH\ FRXOG EH WKH
LPPHGLDWH VRXUFH RI OLTXLGLW\�� :KHUHDV WKLV ODFN RI
WUDQVSDUHQF\ PD\ EH LQWHUSUHWHG DV �FRQVWUXFWLYH DPELJXLW\�
LQWHQGHG WR UHGXFH PRUDO KD]DUG� WKH FXUUHQW XQGHUVWDQGLQJV
DQG DUUDQJHPHQWV ZLWKLQ (08 ZRXOG QHHG VLJQLILFDQW IXUWKHU
GHYHORSPHQW EHIRUH WKH\ ZRXOG EH ZRUNDEOH LQ DQ
HQYLURQPHQW LQ ZKLFK VSHHG LV LQFUHDVLQJO\ FULWLFDO LQ WKH
KDQGOLQJ RI ILQDQFLDO DQG V\VWHPLF FULVHV� 6RPH (XURSHDQ
DXWKRULWLHV EHOLHYH� KRZHYHU� WKDW� RQFH HVWDEOLVKHG� VXFK
DUUDQJHPHQWV PD\ ZHOO QRW EH GLVFORVHG WR WKH JHQHUDO SXEOLF
EHFDXVH WR GR VR ZRXOG LQFUHDVH PRUDO KD]DUG�

7KH FXUUHQW GHFHQWUDOL]HG DSSURDFK GRHV QRW DVVLJQ
UHVSRQVLELOLW\ IRU VXSHUYLVLQJ SDQ�(XURSHDQ EDQNV RU IRU
HQVXULQJ (08�ZLGH ILQDQFLDO PDUNHW VWDELOLW\ HLWKHU WR
QDWLRQDO FHQWUDO EDQNV RU WR QDWLRQDO JRYHUQPHQWV� $V
(XURSHDQ EDQNLQJ JURXSV HPHUJH� WKH TXHVWLRQV RI ZKHWKHU
QDWLRQDO FHQWUDO EDQNV FRXOG DGHTXDWHO\ DVVHVV WKH ULVNV RI
FRQWDJLRQ DQG ZKHWKHU WKH KRPH FRXQWU\ FHQWUDO EDQN RI D
EDQN LQ GLIILFXOW\ FRXOG EH HDVLO\ LGHQWLILHG ZLOO EHFRPH
LQFUHDVLQJO\ UHOHYDQW� ,Q DGGLWLRQ� GHFHQWUDOL]HG OHQGHU�RI�ODVW�
UHVRUW SROLFLHV PD\ FUHDWH DQ XQHYHQ SOD\LQJ ILHOG DQG
LQWURGXFH GLIIHUHQW OHYHOV RI PRUDO KD]DUG DFURVV (08� $W WKH
VDPH WLPH� WKH (&% ZLOO EH DW WKH FHQWHU RI (XURSHDQ ILQDQFLDO
PDUNHWV ZLWKRXW WKH IXOO VHW RI WRROV QHFHVVDU\ IRU
LQGHSHQGHQWO\ DVVHVVLQJ WKH FUHGLWZRUWKLQHVV RI
FRXQWHUSDUWLHV RU D IUDPHZRUN IRU UDSLGO\ SURYLGLQJ VXSSRUW
WR VROYHQW EXW LOOLTXLG LQVWLWXWLRQV� 7KLV LV QRW OLNHO\ WR EH
VXVWDLQDEOH� DQG WKH (&% PD\ EH IRUFHG WR DVVXPH D OHDGLQJ
DQG FRRUGLQDWLQJ UROH LQ FULVLV PDQDJHPHQW DQG EDQNLQJ
VXSHUYLVLRQ�

7KLV DUWLFOH GUDZV RQ &KDSWHU � RI ,QWHUQDWLRQDO 0RQHWDU\ )XQG�

,QWHUQDWLRQDO &DSLWDO 0DUNHWV� 'HYHORSPHQWV� 3URVSHFWV� DQG .H\ 3ROLF\

,VVXHV �:DVKLQJWRQ� 2FWREHU ������ DQG D PRUH GHWDLOHG VWXG\ E\

$OHVVDQGUR 3UDWL DQG *DUU\ -� 6FKLQDVL� �)LQDQFLDO 6WDELOLW\ LQ

(08� �:DVKLQJWRQ� ,QWHUQDWLRQDO 0RQHWDU\ )XQG� IRUWKFRPLQJ LQ WKH

,0)
V :RUNLQJ 3DSHU VHULHV��
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